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DENI SE COTE, District Judge:

This case concerns an allegation by Apoll o Theater
Foundation, Inc. (“Apollo”) that the former |icensed distributor
and producer of the television program®“lt’s Showine at the
Apol |l o,” Western International Syndication Corp. (“Wstern”) and
Inner City Theatre G oup, Inc. (“ICTG), infringed Apollo’s

rights in its federally-registered trademark bearing the



programn s name by producing and distributing a sim|lar urban-
themed variety show entitled “Showtinme in Harlent or “Showtine”
foll owi ng a breakdown in negotiations for renewal of the
production and distribution Iicenses in 2002. |CTG has settled
with Apollo and is no |longer a defendant in this case. Follow ng
the conpl etion of discovery, Apollo and Western both filed
notions for partial sunmary judgnment, and Apollo filed a notion
for leave to file a second anended conplaint. For the follow ng
reasons, Apollo’s partial summary judgnment notion is granted,
Western's partial summary judgnent notion is granted in part, and
Apollo’s notion for leave to file a second anmended conplaint is

deni ed.

BACKGROUND
The follow ng facts are undi sputed, or viewed in the |ight
nost favorable to the party resisting summary judgnent, unless

ot herwi se not ed.

Apol |l o and the Apoll o Show

Apollo is a non-profit foundation that operates the Apollo
Theater (“Theater”), a well-known performance venue in Harlem
that has operated since 1913 and that has offered entertai nnment
targeted principally at the African-Anmerican conmunity. Since
the 1930s, the Theater has hosted “Amateur N ght” showcase
performances that have hel ped | aunch the careers of many faned

African-American artists, including Billie Holliday, Ella
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Fitzgeral d, Janmes Brown, and Ray Charles. These perfornances
were eventual ly tel evised, and from 1987 until 2002, this
tel evision show (the “Apollo Show') was advertised and pronoted
under the nanme “It’s Showtine at the Apollo” (“Trademark”). That
name becane a registered trademark in March 1989 in connection
with “entertai nnent services in the nature of a live variety
program and syndication of a television variety program” The
Trademark was originally owned by the Apollo Theatre I nvestors
Goup (“ATIG), the fornmer operators of the Theater. ATIG sold
substantially all of its business assets, including the
Trademark, to Apollo in 1992, when Apoll o was forned.

Features of the Apollo Show include the phrase, “Were Stars
Are Born and Legends Made,” a reference to a sign that has hung
above the doors of the Theater since 1943, and a phrase that has
been used by Apollo in advertising and pronotions for the Show
and the Theater. The Apollo Show al so incorporates the so-called

“Tree of Hope,” which is a piece of a tree that was originally

| ocat ed outside the Harlem Lafayette Theatre, and that held
synbolic value for performng artists. The Tree of Hope is

| ocated stage right in the Theater, and amateur perfornmers often
rub the tree for good luck immediately prior to performng in the
Apoll o Show. O her features include an “executioner” who renoves

fromthe stage perfornmers who neet wth audi ence disapproval, and

an “Amateur N ght” sign.



Western

Western is a national producer and distributor of television
progranms. Western began distributing the Apollo Show in 1989
pursuant to an agreenment with ATIG \Wen ATIG sold its assets to
Apollo in 1992, its successor-in-interest concluded an agreenent
granting ICTG a license to use the Trademark in connection with
t he production, pronotion, and distribution of the Apollo Show.
Western continued to have exclusive distribution rights pursuant
to its 1989 agreenent with ATIG followed by a 1995 distribution
agreenent with ICTG There is no dispute that Western owns the
copyright for the recorded broadcasts of the Apollo Show for the
time that it distributed the Show

A distributor of television prograns may engage in “donestic
syndi cation,” whereby prograns are distributed to |ocal
tel evision stations across the United States. Distributors
mar ket their prograns to stations in an attenpt to obtain
commitments fromthemcalled “clearances” to run their prograns
for the upcom ng season. Tel evision seasons run for one year
begi nni ng each Septenber. The peak tine for marketing and
obtai ning clearances is in January, approximtely nine nonths
before the new season begins, coinciding with a national
convention that facilitates distributors’ marketing to |ocal
tel evision stations. Western was responsible for donestically

syndi cating the Apoll o Show.



Trademark Li censi ng Agreenents and Associ ated Contracts

On Septenber 22, 1998, Apollo entered into a |icense
agreenent (“License Agreenent”) with Western and I CTG granting
them t he exclusive worldwi de right and |license to use the
Trademark “solely . . . in connection with the production,
mar ket i ng, syndication, distribution and broadcasting of [an]
| CTE West er n- produced tel evision programentitled ‘It’s Showti e
at the Apoll o and consisting of a one-hour amateur contest,
hosted by a celebrity.” The License Agreenent was renewed and
nodi fied by a separate |icense renewal agreenent on August 1,
1999 (“License Renewal ). The License Renewal extended the
period of the Trademark |icense to Western and | CTG t hrough
Sept enber 22, 2002, and provided for a good faith negotiation
process should Western or ICTGwW sh to extend the |icense for an
addi tional period:

On or before April 1, 2002, Western and I CTG shall have

the right by notice in witing to the Foundation to

cause the parties to enter into a two (2) week period

of good-faith negotiations for further renewal of the

Li cense Agreenent for an additional period of two (2)

years to commence upon expiration of the renewal
Western notified Apollo on April 1, 2002 that it intended to
enter into such negoti ations.

Apol |l o states that by the tine Western indicated its intent
to enter into license renewal negotiations, Western had al ready
obt ai ned cl earances fromtel evision stations for the Apollo Show

for the upcom ng season. Apollo points out that a nunber of the

cl earance contracts that Western negotiated for the Apollo Show
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for the 2002/ 2003 broadcast season contai ned clauses stating that
Western reserved the right “to offer the show under a different
title so long as the show format and creative el enents do not
vary significantly fromits current form function and el ements
as outlined above.” One such contract was executed by a
television station programdirector in St. Louis on April 4,
2002. A nunber of those contracts were concluded in August 2002,
by whi ch point, according to at | east one witness’ s deposition,
Western knew that it would not be receiving a |license renewal .

On August 15, 2002, Apollo concluded a Production,
Distribution and Advertising Sal es Agreenent (“Heritage
Agreenment”) with Heritage Networks, LLC, Heritage 215
Entertai nnent, LLC, and Heritage/Baruch Tel evision Distribution,
LLC (collectively, “Heritage”), that |icensed the use of the
Trademark and the Theater to Heritage for the 2002/ 2003 season
and provided that Heritage would distribute the Apollo Show for
that season. The Heritage Agreenent provided for a third party
producer, dePasse Entertainnment. Anong the provisions of the

Heritage Agreenment was a clause stating that “[t] he budget for

production of the Series shall be not less than $3.5 mllion nor
nore than $4.5 million (including all fees to the Producer and
Executive Producer fee . . .) and shall be set forth . . . wth

such changes as the Foundation, Heritage and the Producer shal
mutually agree . . . .” The actual budget for the Apollo Show in
t he 2002/ 2003 season was $5, 372,961. The Heritage Agreenent al so

provided that “Di stribution Expenses shall not include any
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interest or financing charges or any overhead or genera
adm ni stration expenses,”! and that Heritage would pay Apollo a
fee of $1.6 mllion for the license to use the Tradenark.
Heritage's obligation to pay this license fee was “absol ute and
unconditional.” Heritage' s obligation to pay the license fee
woul d be secured by delivering to Apollo an irrevocable letter of
credit issued by Conerica Bank (“Conerica”) for the fee anount.

On January 3, 2003, Heritage entered into a Loan and
Security Agreenent (“Loan Agreenent”) with Conmerica in order to
finance its production and distribution costs. The Loan
Agreement provides that Heritage would borrow up to $6, 147, 961
from Conerica. The Loan Agreenent al so grants Conerica an
unconditional lien on all of Heritage' s revenue fromthe Apollo
Show as security for “the absolute, indefeasible, irrevocable,
proper, tinmely and unconditional paynent, performance and
di scharge of all of the bligations.” The “Qbligations”
contained in the Loan Agreenent include:

all present and future | oans, advances, liabilities,

obl i gations, covenants, duties, and indebtedness ow ng

by: (a) any Borrower to the Bank; . . . (c) any

Guarantor to the Bank; . . . including, wthout

limtation, all principal, interest, charges, expenses,

fees, attorneys’ fees, filing fees and any ot her suns
chargeabl e to any such Person hereunder :

! The Heritage Agreenent defines “Distribution Expenses” as
“all reasonabl e, usual and customary expenses of distribution of
the Series,” and states that this includes, anong other things,
“station conpensation, tape reproduction and distribution,
mar ket i ng, pronotional and advertising expense, consuner and
trade pronotions directly related to the Series,” and that
Di stribution Expenses shall be “pursuant to a budget to be
nmut ual |y approved” by the Apoll o and Heritage.
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(Enphasi s supplied.)

Apoll o entered into an Accommbdation Security Agreenent
(“ASA”) with Conerica in order to provide the security necessary
for Conerica to provide the loan to Heritage for its production
and distribution costs. The ASA defines the “Borrowers” as
Heritage, the “Bank” as Conerica, the “Accommobdation Party” as
Apol l o, and the “Foundation Agreenent” as the Heritage Agreenent.
The ASA notes that under the Loan Agreenent, “the Borrowers
granted to the Bank a continuing first priority security interest
in and to, and lien upon, the Collateral,” which includes “al
right, title and interest of the Borrowers in and in connection
wi th the Foundation Agreenent, the Series and the proceeds
thereof.” The ASA grants Conerica an unconditional lien on al
of Apollo’s rights to the “Adjusted G oss Proceeds” fromthe
Apol |l o Show as security for “the absol ute, indefeasible,

i rrevocabl e and uncondi tional paynent, performance and di scharge
of the [Borrower] noligations and the Accommobdation Party
oligations in full.” “Adjusted Gross Proceeds” are defined as

the sumof “all gross nonies and ot her consideration received by
or credited to the account of Heritage . . . fromall sources for
t he broadcasting, distribution, exhibition and exploitation of
the Series and all rights therein, after deduction of agency

comm ssions.” The ASA collectively describes the itens bel ongi ng
to Apollo in which Conerica retains an interest as the

“Accommodati on Party Col lateral .”



The ASA conti nues as foll ows:

The anmpbunts recoupabl e by the Borrowers from Adj usted
Gross Receipts include the “License Fee,” the
“Distribution Expenses” and the “Producti on Expenses”
(as each such termis defined in the Foundation
Agreement) as well as all fees, costs, expenses,

I nterest, and other charges of the Bank under, arising
out of or in connection wth the Loan Agreenent and

ot her Loan Docunents in any way related to the Series
and are included as part of the Collateral and the
Accommodation Party Coll ateral.

Finally, the ASA provides that

[a] s between the Accommobdati on Party and the Bank, al
consents and approvals required to be given by
Accommodation Party under or in connection with the
Foundati on Agreenent irrevocably and unconditionally
have been given or waived by Accommobdati on Party

including, without limtation, approval of: . . . (v)
the “Distribution Expenses” . . . and the budge
therefore; (vi) the “Production Expenses” . . . and the

budget therefore; and (vii) the Loan Agreenent.

The 2002/ 2003 Neqgoti ati ons and Tel evi si on Season

The two-week negotiation period started with Western’s Apri
1, 2002 notification to Apollo that it intended to enter into
I icense renewal negotiations and did not generate a |license
renewal agreenent.? Before and during this tine, Western was
al ready contracting with television stations to distribute the
Apol | o Show for the upcom ng season. Wstern did not provide an

initial proposal for the terns of a |license renewal until Apri

2 Apollo’s position on the existence of undisputed facts is
uncl ear in some instances. For exanple, where Wstern di sputed
facts that Apollo suggested were undisputed in its statenent of
facts pursuant to Local Rule 56.1, Apollo’s reply m stakenly
listed its own assertions of fact as Western’s assertions of
fact, and then “responded” by indicating that it did not dispute
t he assertion.



22, which was after the conclusion of the two-week period.
Apol | o made a counter-proposal on or about June 13, and Western
responded on July 17 with a further counter-proposal for a seven
year license extension. |In the July 17 counter-offer, Wstern
asserted that Western owned the rights to the format of the
Apol | o Show, and stated that an inportant reason for Apollo to
choose to continue to work with Western as opposed to anot her

di stributor was that Western “would provide its station contracts
and time slots, which obviously are very val uable, and a key
ingredient to actually airing the Series.” Wstern’ s counter-
proposal continued: “[T]he Foundation should be aware that these
slots are extraordinarily difficult to obtain (and [Western] is
contractually permtted to place other shows into these slots)
and these slots are of significant value to any producer of the
Series.”

A letter dated July 31, 2002 from Apoll o’s counsel to
Western’s counsel indicates that on July 25, Apollo rejected the
July 17 Western counter-proposal and proposed a one-year |icense
extension on terns simlar to its June proposal. The letter
notes that Apollo set a deadline of July 31, that Western had not
responded to repeated contact attenpts, and that Apollo was
therefore assum ng that the |icense woul d not be renewed.

Western admts that it was aware by July 31 that the |icense
woul d not be renewed. A clearance contract from Western offering
the Apoll o Show was executed by the President of a Pennsylvania

tel evision station and the National Sal es Manager of Wstern on

10



August 7, and includes a handwitten note stating: “WGAL wi ||
begin airing Showti me at the Apollo the week of Septenber 30,
2002.” According to an Apollo expert report, the |last known
Western cl earance contract offering the Apollo Show was signed by
Western and a Portland, Oregon tel evision station on August 14.
Western issued a press rel ease on August 13 entitled
“Western International Syndication and Inner Cty Theater G oup
Hts the Road with Showtinme Live.” Wstern and |ICTG devel oped a
conpeting programto fill the clearances Wstern had obtai ned for
the Apollo Show. The title of the conpeting program was
different in various pronotional materials, but it was comonly
referred to as either “Showtine,” or “Showtine in Harlem”
Showtinme in Harlemwas al so an urban-thened vari ety show,
although it was not filnmed in Harlem It incorporated features
such as a piece of a tree |located stage right that perforners
woul d rub imrediately prior to perform ng, an “executioner” who
removed fromthe stage perforners who net with audi ence
di sapproval, and an “Amateur Night” sign. Mterials used to
pronote Showtine in Harlemto tel evision stations and advertisers
used phrases such as: “Showine - Were Dreans Are Born and
Legends Are Made,” “Harlems Original Amateur Night,” and “In its
16t h season, Showtine remains . . . a mainstay in African-
American entertainnment.” The website for Showtinme in Harl em
featured a large-font title reading: “It’s Showinme at the
Apol I o!'” This sentence woul d then appear to expl ode, and woul d

be replaced by “Showinme in Harlem” An Apollo expert report
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guotes an August 19 letter from Chri stopher Lancey, Wstern's
CEOQO, to M chael Auerbach of King World Media Sales (“King
Wrld”), a prom nent nedia sales conpany that Western had
retained since 1989 to sell thirty-second national conmmercials to
run during the Apoll o Show, which stated:

Pursuant to our conversation of August 14, 2002, we

agree to anend our May 8, 1989 Barter Sal es Agreenent

by replacing the trade nane “It’s Showine at the

Apol l 0” with the prospective working titles inclusive

of “Showtinme Live” or “It’'s Showmine in Harleni. As we

previously stated, the title and venue change, however,

is the ONLY difference. Viewers will continue to enjoy

t he exact sane show they have cone to expect for the

past 15 years

The Apoll o Show continued after the Trademark and perm ssion
to use the Theater had been |licensed to Heritage. The financi al
i npact that the late licensing of the Apollo Show had on its
revenues for the 2002/2003 season is discussed in the context of

Apoll o’ s profits bel ow.

Western's Profits

Western contends that it |ost over $1, 600,000 in connection
with “Showminme in Harlem” because its costs exceeded $6, 800, 000
and its revenue was $5,177,104. Western supports this claimwth
docunentation indicating that its revenue derived fromtwo
sources: King Wrld, and Creative Tel evision Mrketing
(“Creative”), another nedia sales conpany that Wstern retained
to sell ten-second pronotional spots to run during the program
The revenue derived fromKing Wrld was $4, 960, 858, and the

revenue derived from Creative was $216, 246, for a total revenue
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of $5,177,104. Western docunments its costs as expenses for the
physi cal production of the program of $4,051, 159, residuals to
perfornmers who appeared on epi sodes broadcast during the

2002/ 2003 season of $487,972, fees to the production guarantor of
$81, 000, costs for publicity, pronotions, and adverti senents of
$129, 199, marketing costs of $105,719, fees to viewer rating
conpani es such as Neil sen Medi a Research of $150, 048, expenses
for physical distribution of episodes, such as satellite or video
tape delivery, of $126,722, a loan origination fee for a loan to
finance production and distribution of $128,000, interest on its
| oan of $295, 082, |egal fees of $15,000 in securing the |oan, and
tel evision station conpensation fees of approximtely $1, 100, 000,
for a total of $6,669,901. Western also seeks to include inits
cost figure a |l oan renewal fee of $72,530 for its failure to

repay the financing in full prior to the maturity date.?

Apollo’'s Profits

Apol |l o presents two expert reports to attenpt to quantify
the effect that Western’s purported trademark infringenent had on
Apollo’s profits. A report by David Bivens, a nedia consultant,
considers the advertising and viewer market for the Apollo Show

and estimates the negative effect that Western's | aunching of a

3 An attachnment to a plaintiff expert report by David
Bi vens indicates that Western’s gross revenue in the 2002/ 2003
season for its conpeting show was $6, 642, 444, and its adjusted
gross revenue after deducting the advertising agency conmi ssion
was $5, 646, 077.
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conpeting programand its nmethods of marketing that program would
have had on Apollo’s ability to secure station clearances for the
Apol | o Show, obtain advertisers, reach Apollo’s desired audience,
and ultimtely, receive revenue. The factors considered in the
Bi vens Report include the fact that Heritage, and consequently
Apol l o, m ssed the “upfront” market for obtaining clearances and
advertising because they were unable to attenpt to secure such
commtrments until just before the 2002/ 2003 tel evision season
began in Septenber. Qher factors included Western’s noves to
bl ock Apoll o’ s access to clearances and advertisers by
obfuscating the pedigree of Showine in Harlem and by notifying
former Apollo Show stations that Western would enforce the cl ause
permtting it to replace the Apollo Show with a different show
and in any event would not release themfromthe contracts. The
Bi vens Report quotes an August 19 draft letter to the “TV Station
Contact List” stating that Western “will be providing to your
station the television program*‘Showine’ for airing in the tinme
slots provided in [your] contract.”

The Bivens Report conpares various costs for the Apoll o Show
in the 2002/ 2003 season to previous seasons to illustrate
i nportant differences. For exanple, station conpensation costs
for the Apollo Show in the 1999/2000 and 2000/ 2001 seasons were
approxi mat el y $240, 000, and were reduced to approxi mately
$100, 000 in the 2001/ 2002 season. |In the 2002/ 2003 season,
however, these costs soared to $1,492,000, representing

“strenuous efforts to secure key-nmarket clearance and adequate
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total U S. coverage,” nostly for “secondary clearances due to
Showinme’'s retention of the primary clearances.” The Bivens
Report al so eval uates previous advertising revenue trends for the
Apol | o Show, concl uding that the Apollo Show s projected
advertising revenues of $10.2 mllion for the 2002/ 2003 season
represented a reasonabl e projection assum ng the Apoll o Show
woul d be without a conpeting Western-distributed program
Nevert hel ess, the Apollo Show s actual gross advertising revenues
for the 2002/ 2003 season were approximately $7.9 million. The

Bi vens Report attributes this shortfall to “[i]npaired or

I nfringed station clearances,” “[i]npaired ratings due to an

i nfringing program infringing pronotion of that program and
audi ence confusion,” and “[i]npaired or infringed access to
Apol l o’ s upfront advertisers that were pre-sold by KingWrld
[sic] and transferred to Showtine.”

The Bivens Report generates five hypothetical “scenarios”
that estimate the negative inpact of Western' s conpeting program
under different sets of assunptions and conditions. The
vari abl es these scenarios adjust are whether or not a conpeting
show di stributed by Western exists, whether or not that show
infringes the Trademark, whether or not Western retains its
primary station clearances for its show, and whether or not

Western obstructs Apollo’s access to up-front advertisers.*

4 “Up-front” advertisers are those who buy adverti sing
slots froma show s marketer typically fromApril to June
preceding the fall television season. Mrketers guarantee the
up-front advertisers that the show in question will deliver a
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These scenarios estimate what the Apoll o Show s househol d mar ket
share ratings woul d be under these varying conditions, as well as
what advertising revenue Apoll o could have grossed. In each of
the five scenarios, production costs are assunmed to be $4.5
mllion pursuant to the terns of the Heritage Agreenent.
Di stribution costs increase depending on the |evel of conpetition
and infringenent by Western. Thus, Scenario One assunes Western
has not generated a conpeting show, and Apoll o generates a total
revenue of $11 million. Scenario Two assumes Western has fairly
produced a non-infringing show, and has not attenpted to retain
its primary station clearances or up-front advertisers. Scenario
Three assunes Western has fairly produced a non-infringing show,
but has retained its primary clearances. Scenario Four assunes
Western has unfairly produced an infringing show, and has
retained its primary clearances, but has not retained its up-
front advertisers. Scenario Five assunes Western has unfairly
produced an infringing show, and has retained both its primry
cl earances, and its up-front advertisers. Scenario Five
generates financial results for Apollo that mrror Apollo’ s
actual revenues during the 2002/2003 season.

A report by Justin MLean, an econom c consultant, utilizes
the figures generated by the Bivens Report, as well as financi al

statenents, depositions, and other docunents, to attenpt to

particul ar size of audience as promsed. |If the show does not

attract the prom sed ratings, the seller nust either give extra
advertising slots to the advertiser for free, or nmust refund a

portion of the advertiser’s paynents.
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calculate the profits Apollo woul d have generated were it not for
Western’s creation and distribution of Showine in Harlem as
well as to determne the value of a license fee that woul d have
resulted from hypot hetical negotiations between Apollo and
Western during Septenber 2002. The MLean Report includes a
chart that utilizes figures derived fromthe Bivens Report’s five
scenari os, and generates an estimated Apollo profit for each
scenario. This chart is alnost identical to the chart at the
concl usion of the Bivens Report, except that it includes as a
fixed cost the $1.6 million license fee paid to Apoll o because
that fee was secured as collateral in the ASA and woul d
eventually require repaynent to Conerica. Thus, for each
scenari o, the McLean Report takes the estimated gross sales
revenues, subtracts the advertising agency and Heritage

comi ssions, and then subtracts production costs fixed at $4.5
mllion, station conpensation costs, tape distribution, rating
research, pronotion and marketing, bonus paynents to Heritage, if
any, and the license fee. The MLean Report thus concl udes that
in Scenario One, if Western had not produced a conpeting show,
Apoll o woul d have turned a profit of $718,250, but that in
Scenario Five, assum ng Western unfairly produced an infringing
show, and retained both its primary clearances, and its up-front
advertisers, Apollo would not have nmade a profit, but rather
woul d have | ost $2,684,600. The Bivens Report includes an
attachnment stating that during the 2002/ 2003 season, the Apollo

Show actual |y earned $7, 944,255 in gross sales and $6, 752,617 in
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adj usted gross sal es after deducting the advertising agency
conmi ssion. This attachnment does not cal culate the actual net
profits of the Apollo Show for that season

The McLean Report also attenpts to calculate the value of a
license fee that woul d have resulted from hypot hetica
negoti ati ons between Apollo and Western during Septenber 2002.
This cal cul ation assunes a willing licensor (Apollo) and |icensee
(Western) negotiating a one-year non-exclusive Trademark |icense
with no provisions for sharing of creative control.® The MLean
Report considers prior exclusive Trademark |icense fees ranging
from $650,000 to $1.6 nmillion, as well as two Apollo offers, and
one Western offer, that were part of the unsuccessful |icense
renewal process in the spring and sunmer of 2002, which ranged
from $750,000 to $1 million. Based on these figures, the MLean
Report concl udes that $750,000 to $1 million should be the
“starting range” for the negotiation.® The Report then adjusts
these figures up and down using fifteen evidentiary factors used
to determ ne reasonable royalty rates in patent disputes, known

as the “Ceorgia Pacific Factors.” See Georgia-Pacific Corp. V.

U.S. Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N. Y. 1970).

After applying these factors, the McLean Report concl udes that

5> The license is non-exclusive in this framework because it
I's assuned that Heritage has already been granted a |icense.

® 1t is worth noting, however, that all of the figures
McLean uses to calculate the appropriate starting range for a
negoti ation are the figures for past exclusive license offers,
not the non-exclusive |icense that woul d be negotiated in
McLean’ s hypot heti cal .
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t he hypot hetical negotiation for a |license would produce a fee of

$750, 000.

Plaintiff's Cainms and Suppl enental Di scl osures

Apol | o seeks danmages under ei ght causes of action. First,
it brings a claimof infringenment of federally registered
trademar ks under the Lanham Act, 15 U.S.C. § 1114(1). Second,
Apollo clains false designation of origin and unfair conpetition
pursuant to the Lanham Act, 15 U.S.C. 8 1125(a). Third, Apollo
clainms dilution of a fanous trademark pursuant to the Lanham Act,
15 U.S.C. § 1125(c). Fourth, Apollo alleges that Wstern engaged
in deceptive acts and practices under New York statutory | aw,

N.Y. GB.L. 8 349. Fifth, Apollo clains trademark dilution under
New York statutory law, N.Y. GB.L. 8 360-1. Sixth, Apollo
clainms trademark infringenent under New York conmon | aw.

Seventh, Apollo clainms unfair conpetition under New York common
law. Eighth, Apollo alleges a breach of the duty of good faith
and fair dealing.

I n an undat ed suppl enental disclosure pursuant to Rule
26(a)(1)(C, Fed. R Cv. P. (“Dsclosure”), Apollo stated that
the damages it suffered fromWstern's infringenment “include,
inter alia, in addition to the Apollo Foundation’s claimfor
injunctive relief, conpensatory, exenplary and punitive danmages
and attorneys’ fees and costs.” The Disclosure states that the
conput ati on of danmages is detailed in the two expert reports, and

that those reports are based on four conputations: (1) revenues

19



received by Western as a result of its infringenent; (2) other
benefits gained by Western; (3) profits |lost by Apollo; and (4)
the outconme of a hypothetical |icense negotiation between Apollo
and Western to approxi mate the value of Western's unlicenced
activities. The Disclosure also states that Apoll o seeks damages
for | ost sponsorship income from MDonald’ s, as well as punitive

damages.

Procedural History

Apollo initiated this case on Decenber 19, 2002, and filed
an anmended conplaint (“Conplaint”) on February 11, 2003. By
Order of March 18, 2003, no further anmendnents to the pl eadi ngs
were permtted after May 2. On June 21, 2004, Western’s notion
to dismss or stay Apollo’s action in favor of arbitration was

denied. Apollo Theater Found., Inc. v. Western Int’|

Syndi cation, No. 02 Cv. 10037 (DLC), 2004 W 1375557, at *4

(S.D.N Y. June 21, 2004). After the conpletion of discovery and
the settlenent of this case as to defendant I CTG Apollo and
Western both filed notions for partial summary judgnment; Apollo
simul taneously filed a notion for |eave to file a second anended
conpl ai nt.

Western noves for sunmary judgnent on each of Apollo’'s
damages theories as identified in the Disclosure, and al so

asserts that the First Amendnent protects it froma judgnent of
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l[iability under the Lanham Act.” Apollo noves for summary
judgment on all eight of Western’s affirmative defenses. Apollo
al so noves for leave to file a second anended conpl aint in order

to add a claimfor breach of fiduciary duty agai nst Western

DISCUSSION
Summary judgnment may not be granted unless all of the
subm ssi ons taken together “show that there is no genuine issue
as to any material fact and that the noving party is entitled to
a judgnment as a matter of law.” Rule 56(c), Fed. R Cv. P. The
novi ng party bears the burden of denonstrating the absence of a
material factual question, and in nmaking this determ nation the
court nmust view all facts in the light nost favorable to the non-

noving party. Anderson v. Liberty Lobby, Inc., 477 U S. 242, 247

" Inits opposition to Western’s sunmary judgnment notion,
Apol | o observes that Western’s notion only addresses Apollo’s
clainms for trademark infringenment arising under the Lanham Act.
Western's reply states that the Disclosure and Apoll o’ s expert
reports do not state under what causes of action Apollo seeks
darmages for lost profits and | ost sponsorship fees, and that
Western’s notion therefore applies to Apoll o’ s damages cl ai ns
under all causes of action.

The Di sclosure states that “[t] he damages resulting fromthe
Def endants’ infringenent, false designation of origin, unfair
conpetition, trademark dilution, deceptive acts and practi ces,
and breach of the duty of good faith and fair dealing . .
include, inter alia, . . . conpensatory, exenplary, and punitive
damages . . .7 The Disclosure goes on to state that the
“conput ati on of damages” is contained in the Bivens and MLean
Reports. It appears therefore that Apollo intended these damages
calculations to apply to each of its clains and that Wstern’'s
nmotion is simlarly addressed to Apollo's right to recover
damages under each of its clainms. Wstern does not dispute that
its First Amendnment argument is asserted as a defense solely to
Apol | 0’ s Lanham Act cl ai ns.
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(1986); Celotex Corp. v. Catrett, 477 U.S. 317, 323 (1986). Wen

the noving party has asserted facts showi ng that the non-novant’s
cl ai ms cannot be sustained, the opposing party nust “set forth
specific facts showing that there is a genuine issue for trial,”
and cannot rest on the “nere allegations or denials” of the

novant’s pleadings. Rule 56(e), Fed. R Gv. P.; accord Burt

Rigid Box, Inc. v. Travelers Property Cas. Corp., 302 F.3d 83, 91

(2d Cr. 2002). Were summary judgnment notions, or portions
t hereof , are unopposed, the court nust still determ ne whether
the noving party is entitled to judgnent as a matter of law. See

Vernont Teddy Bear Co. v. 1-800 Beargram Co., 373 F.3d 241, 242

(2d Gir. 2004).

Lanham Act
The Lanham Act (“Act”) provides:

Any person who shall, w thout the consent of the

regi strant- -

(a) use in comerce any reproduction, counterfeit,

copy, or colorable imtation of a registered mark in
connection with the . . . distribution, or advertising
of any goods or services on or in connection w th which
such use is likely to cause confusion, or to cause

m stake, or to deceive . .

shall be liable in a civil action by the registrant for
the renedi es herei nafter provided.

15 U.S.C. 8§ 1114(1) (enphasis supplied). The Act al so provides

for liability for
[a] ny person who, on or in connection with any goods or
services . . . uses in commerce any word, term [or]
nanme, . . . or any false designation of origin, false

or m sl eading description of fact, or false or

m sl eadi ng representation of fact, which--

(A) is likely to cause confusion, or to cause m stake,
or to deceive as to the affiliation, connection, or
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associ ation of such person with another person, or as

to the origin, sponsorship, or approval of his or her
goods, services, or conmmercial activities by another
per son, or

(B) in conmercial advertising or pronotion,

m srepresents the nature, characteristics, qualities,
or geographic origin of his or her or another person's

goods,

15 U S.C 8§

services, or commercial activities .

1125(a) (enphasis supplied). See also L. & J.G

Stickley, Inc. v. Canal Dover Furniture Co., 79 F.3d 258, 262 (2d

Gir. 1996).

Section 1125(a) provides a statutory renmedy to a

party injured by a conpetitor’s “fal se designation of origin” of

its product,

“whet her or not the party has secured a federally

regi stered trademark.” Forschner G oup, Inc. v. Arrow Trading

Co., 124 F.3d 402, 407 (2d Gr. 1997). See also L. &J.G

Stickley, 79 F.3d at 262. The Act al so provides protection

agai nst the

1125(c) (1).

dilution of a fanous tradenark. 15 U.S.C. 8

The Act provides for damages for violations of these three

provi sions as foll ows:

When a violation of any right of the registrant of a
mark registered in the Patent and Trademark O fice, a
vi ol ati on under section 1125(a) or (d) of this title,

or awllful violation under section 1125(c) of this
title, shall have been established in any civil action
arising under this chapter, the plaintiff shall be
entitled, . . . subject to the principles of equity, to
recover (1) defendant’s profits, (2) any danmges
sustained by the plaintiff, and (3) the costs of the
action. The court shall assess such profits and
damages or cause the sane to be assessed under its
direction. In assessing profits the plaintiff shall be
required to prove defendant’s sal es only; defendant

nmust prove all elenents of cost or deduction clained.

I n assessing danages the court may enter judgment,
according to the circunstances of the case, for any sum
above the anmount found as actual damages, not exceedi ng
three tinmes such amount. |f the court shall find that
the anpbunt of the recovery based on profits is either
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i nadequat e or excessive the court may in its discretion
enter judgnent for such sumas the court shall find to
be just, according to the circunstances of the case.
Such sumin either of the above circunstances shal
constitute conpensation and not a penalty. The court
in exceptional cases may award reasonabl e attorney fees
to the prevailing party.

15 U.S.C. § 1117(a) (enphasis supplied). Were a violation
includes infringement of a registered mark, a plaintiff may

obtain treble damages. 15 U.S.C. 8 1117(b).

Measuri ng Tradenmark I nfringenent Danages

There are at least five, non-nmutually exclusive nethods for
measuri ng nonetary recovery in a trademark infringenent action
They are an award to the plaintiff

1. . . nmeasured by defendant’s profits, either as a

way of measuring plaintiff’s | oss or under an unjust
enri chment theory;

2. . . heasured by its actual business damages and

| osses caused by the wrong;

3. . . measured by its own |loss of profits caused by
t he mwong;

4. . . . of punitive damages in addition to actual
damages, for the purpose of punishing defendant; and

5. . . . of reasonable attorney’s fees incurred in

pr osecut i on.

J. Thomas McCarthy, McCarthy on Tradenarks and Unfair Conpetition

§ 30:57 (4th ed. 2004) (“McCarthy on Trademarks”). See also Ain
V. Sun Taiyang Co., No. 96 Cv. 7763 (LAK), 1997 W 576027, at *2

(S.D.N.Y. Sept. 15, 1997). As described below, in appropriate
ci rcunstances, an inplied royalty may al so be a neasure of
damages.

Mul ti pl e neasures of nonetary recovery exist in part because

a defendant need not turn a profit frominfringing a trademark in
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order for the plaintiff to suffer danages fromthe infringenent.
For exanple, “a defendant nay have failed to earn profits because
of the poor quality of its product or its own inefficiency.”

Tough Traveler, Ltd. v. Qutbound Prods., 60 F.3d 964, 968 (2d

Cir. 1995) (citation omtted). Likewi se, a plaintiff need not
denonstrate that it would have earned a profit on its trademarked
goods or services but for the infringing activity of the

def endant; even if a noney-losing enterprise cannot denonstrate

“lost profits,” it still may be danaged by trademark
infringement. “Wile danmges directly nmeasure the plaintiff’'s

| oss, defendant’s profits measure the defendant’s gain.

[T]his is not to be confused with plaintiff’'s lost profits, which

have been traditionally conpensable as an elenent of plaintiff’s

damages.” CGeorge Basch Co. v. Blue Coral, Inc., 968 F.2d 1532,

1540 (2d Gir. 1992) (enphasis supplied).® See also McCarthy on

Trademarks § 30:72 (“Plaintiff’s damages shoul d be measured by
the tort standard under which the infringer-tortfeasor is liable
for all injuries caused to plaintiff by the wongful act

.”). Indeed, it is possible that trademark infringenent could
damage a plaintiff where neither the defendant nor the plaintiff

earns a profit, particularly where “confusion may cause

8 At least one commentator has noted the “great deal of
semanti c confusion” surrounding the award of nonetary recovery
for trademark infringenment, stating that “‘profits’ is often used
wi t hout revealing whose profits -- plaintiff’s or infringer's --
are being discussed.” MCarthy on Tradermarks § 30:57.
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purchasers to refrain from buying either product.” Tough
Traveler, 60 F.3d at 968.

Western's Six Grounds for Partial Sunmary Judgnent

Western seeks partial sunmary judgnment on five grounds
connected to the nmeasure of damages that would be available to
Apol l o should it prevail on the nmerits. It also seeks parti al
sumary judgnent on the question of whether its use of the words
“Show i me” and “Showtime in Harlenf is protected by the First

Amendnent as artistic expression.

1. Western's Profits

Cal culating profits as a neasure of danages in trademark
cases is an endeavor to determne a party’s “net profits.”

Manhattan Indus., Inc. v. Sweater Bee by Banff, Ltd., 885 F.2d 1

7 (2d Gr. 1989). See also Murphy Door Bed Co. v. Interior Sleep

S., Inc., 874 F.2d 95, 103 (2d Cir. 1989). Were the
defendant’s profits are at issue, after the plaintiff has
established the defendant’s gross sales or revenues, the
def endant has the burden of establishing deductions fromthese
revenues for costs and expenses, including overhead. Sweater
Bee, 885 F.2d at 7. The defendant “nust prove not only that it
has borne the particul ar cost or expense but also that the cost
or expense is attributable to its unlawful sales.” [d.

Western has docunented that its total revenue was

$5, 177,104, and that its total costs were $6, 669, 901, not
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i ncluding the | oan renewal charge. Even using the figures
generated by the Bivens Report on behalf of Apollo, Wstern's
conput ed gross revenue of $6, 642,444 does not yield a profit.
Apol | o does not oppose Western's summary judgnment notion on this
point. Therefore, judgnent is entered in favor of Western on the
question of whether it earned a profit on “Showtinme in Harlenf

during the 2002/ 2003 season.

2. Apollo s Lost Profits

Calculating a plaintiff’s lost profits al so neans “net
profits,” although the calculation of |ost profits necessarily

requires an approximation “by estimating revenue |ost due to the

i nfringing conduct and subtracting what it would have cost to

generate that revenue.” GIFM Inc. v. Solid dothing, Inc., 215

F. Supp. 2d 273, 305 (S.D.N. Y. 2002) (Cote, J.) (enphasis
supplied). Cf. Mirphy Door, 874 F.2d at 103. Although the

anmount of its damages nust be denonstrated by the plaintiff with

specificity, see Solid O othing, 215 F. Supp. 2d at 305, courts

may engage in “sonme degree of speculation” in the conputation of
such damages, particularly where the defendant’s infringing

conduct nmakes such conputation difficult. Burndy Corp. v.

Tel edyne Indus., Inc., 748 F.2d 767, 771 (2d G r. 1984).

The Bivens and McLean Reports (“Reports”) attenpt to

quantify the profits Apollo lost as a result of Wstern's
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conpeting program?® Wstern seeks to show that the Reports
failed to account for certain costs that woul d have denied the
Apoll o Show a profit.

Both Reports assune that gross advertising sales for the
Apoll o Show in “Scenario One,” w thout a conpeting showin the
2002/ 2003 season, would have totaled $11 million. After
identified costs are subtracted, ! this yields a net profit of
$845, 000, which, after the 15% of net profit paynent to the
producer, dePasse Entertainnent, yields a “But-For Lost Profit”
of $718, 250.

Western chal |l enges the cal cul ation of net profits, claimng
that the Reports ignore two costs that nust be deducted from
revenue, to wit, it argues that the actual approved budget for
t he 2002/ 2003 Apol | o Show was $5, 372,961, not $4.5 million, and

that Apollo is responsible for various financing expenses

® Through the Disclosure, as well as the Reports, Apollo is
seeki ng conpensation for lost profits, as opposed to actual
damages suffered regardl ess of whether the Apollo Show woul d have
earned a profit.

10 According to the Reports, after subtracting the 15%
contractual advertising agency conmm ssion on gross sales, and the
20% contractual Heritage comm ssion on the renaini ng adj usted
gross sales, the net revenue for the Apollo Show woul d have been
$7,480,000. Both Reports calculate total costs of the Apollo
Show by adding the Heritage Agreenent’s capped production cost of
$4.5 mllion to anticipated station conpensation costs of
$100, 000, tape distribution costs of $75,000, Neilsen nedia
research costs of $125,000, pronotion and nmarketing costs of
$200, 000, and a contractual bonus paynent to Heritage of $35, 000,
for total costs of $5,035,000. The revised MLean Report then
adds the license fee paynent fromHeritage to Apollo of $1.6
mllion to the costs section of the report, presunably because it
was recoverable by Comerica, raising the total costs to
$6, 635, 000.
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connected to the loan from Conerica. |If Apollo is liable for the
actual budget of the Apollo Show, this represents an additional
cost of $872,961 that would w pe out the hypothetical net profit
of $718,250. |If Apollo is liable for the fees and expenses
associated with the | oan,* Apollo would be responsible for an
additional $882,146 in | oan financing costs that al so would w pe
out the hypothetical net profit. In essence, Apollo and Western
di sagree about whether the ASA and Heritage Agreenment nake Apollo
|iable for the extra budget costs and | oan financing costs, and
t hus, whether those agreenents require a nodification of the
cal cul ations by Apollo’s two experts.

It is a well-established principle of contract construction
that “all provisions of a contract be read together as a

har noni ous whole, if possible.” Perreca v. duck, 295 F.3d 215,

224 (2d Cir. 2002) (citation omtted). See also Enpire Props.

Corp. v. Mrs. Trust Co., 43 N.E 2d 25, 28 (N. Y. 1942). The

| anguage of the ASA unanbi guously grants Conerica a first
priority security interest in all of Apollo’ s revenues fromthe
Apol l o Show. It also indicates that for the purposes of |oan
repaynent, all consents and approvals required to be given by

Apol | o under the Heritage Agreenent are unconditionally given or

1 As set out in the Loan and Security Agreenment, Borrow ng
Certificate, and Conpletion CGuarantee, the expenses associ ated
with the loan include a | oan fee of $245,000, an interest reserve
of $400, 000, a production conpletion guaranty of $139,459, and a
| oan broker fee of $97,687. The production conpletion guaranty
of $139, 459 and the | oan broker fee of $97,687 were paid out of
t he | oan proceeds.
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wai ved, including approval of the budget for production expenses.
The self-evident function of this provision is to prevent Apollo
fromshielding a portion of its revenue fromcollection by
Comerica by contending that Apollo did not approve a budget that
was | arger than that provided for in the Heritage Agreenent.
Apollo clainms that the provision of the Heritage Agreenent
that states that the production budget shall not be nore than
$4.5 million Iimts the amount of production budget expenses that
Comerica can recoup fromApollo. This interpretation is
fundanmentally at odds with the ASA's cl ear | anguage that Conerica
retains a first priority security interest in all of Apollo’'s
revenues fromthe Apollo Show Mreover, the provision of the
Heritage Agreenment on which Apollo relies states that the budget
may be set forth “with such changes as [Apoll o], Heritage and the

Producer shall nutually agree,” thereby acknow edgi ng that the
budget limts could be altered on consent.

Apol | o argues that the budget could not have been “approved”
w t hout the consent of the Producer, dePasse, and that the
revi sed budget was not presented until January 3, 2003 in the
Loan Agreenent between Heritage and Conerica, and therefore al so
coul d not have been “approved.” These argunents niss the nmark
because the issue is not whether the budget had the actual
approval of Apollo, but whether Apollo waived its right to assert
a lack of approval as a defense to collection by Conmerica. For

this reason, Apollo is responsible for the actual production

budget vis-a-vis Comerica, regardless of whether it actually
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approved the budget. Consequently, the actual budget of
$5, 372,961 nmust be included in the cost cal cul ation, which
changes Apollo’s “But-For Lost Profit” to a net |oss of
($27,961) .1

Simlarly, Apollo is responsible for financing fees. The
ASA states that the collateral from Apollo that secured the
Comerica loan included “all fees, costs, expenses, interest, and
ot her charges of the Bank” connected with the loan. This
| anguage, in conjunction with the ASA's provision granting
Conerica a first priority security interest in all of Apollo’s
revenues fromthe Apoll o Show, unanbi guously indicates that
Conerica could collect Apollo Show revenues from Apollo in order
to cover the financing fees associated with the |oan.

Apol | o argues that an anbiguity exists because the sane
provi sion of the ASA states that “Distributi on Expenses” shal
al so be recoupabl e by Conerica agai nst Apollo, and expressly
i ncorporates the definition of “Distribution Expenses” fromthe
Heri tage Agreenent, such that they “shall not include any
I nterest or financing charges.” This reference to Distribution

Expenses does not create an anbiguity. Prohibiting “Distribution

2 The net loss figure is derived by subtracting the
addi tional budgetary expenditure of $872,961 from Apoll 0o’ s net
profit of $845,000. It is subtracted from Apollo’s net profit,
as opposed to its “But-For Lost Profit” of $718, 250, because the
“But - For Lost Profit” figure was generated by subtracting 15% of
the net profit as a comm ssion paynent to the Producer, dePasse
Entertai nnent. The Producer is not entitled to that conm ssion
when the net profit is a negative nunber, and so the additional
budget ary expenditure should be subtracted from Apoll 0’ s net
profit of $845, 000.
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Expenses” fromincluding financing costs does not nean that the
ASA cannot include financing costs in Apollo’s collateral where

such costs are listed in addition to Distribution Expenses.

Apoll o also argues that two of the financing costs Western
seeks to include as costs for Apollo, nanmely, the production
conpl eti on guaranty of $139, 459, and the | oan broker fee of
$97, 687, are not financing costs “of the Bank,” because they were
paid to third parties. Apollo concludes, therefore, that these
figures should not be included in the total financing charges for
whi ch Apollo is responsible. This argunment neglects to consider
that these fees, which were paid directly out of the | oan
proceeds, are recoupable by Conerica as part of the “Obligations”
of Heritage under the Loan Agreenent. Because the ASA grants
Conmerica an interest in all of Apollo s revenues fromthe Apollo
Show to satisfy the “Cbligations” of Heritage, these fees are
properly considered costs agai nst Apollo. Thus, because the | oan
fee of $245,000, the interest reserve of $400,000, the production
conpl eti on guaranty of $139, 459, and the | oan broker fee of
$97, 687 represent costs for which Apollo is responsible, Apollo’s
“But - For Lost Profit” changes to a cumrul ative net |oss of
($910, 107) .

As a matter of law, Western is therefore entitled to summary
j udgnment on whether Apollo’s projected |ost profits may represent
a nmeasure of damages, because there is no genui ne issue of
mat eri al fact regardi ng whet her Apollo would have earned a profit

on the Apoll o Show. Even under the nost favorable hypothetical
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in Apoll o’ s expert reports, when additional, necessary costs are
taken into account, there is no evidence to support the

concl usion that Apollo would have earned a net profit.

3. Apollo's Reasonable Rovalty daim

One sel domused nethod for conputing trademark danages is a
royalty. A royalty is a neasure of conpensation for past
i nfringenment based on the reasonable value of a license to use
the trademark that the infringing defendant shoul d have pai d.

See McCarthy on Trademarks 8 30:85. Use of a royalty theory of

recovery is generally Iimted to situations where the parties
have had a trademark licensing relationship that facilitates
conput ati on of the reasonable royalty damages. “[When the
courts have awarded a royalty for past trademark infringenent, it
was nost often for continued use of a product beyond

aut hori zation, and danmages were neasured by the license the

parties had or contenplated.” A & H Sportswear, Inc. v.

Victoria’s Secret Stores, Inc., 166 F.3d 197, 208-09 (3d G

1999). In the context of copyright law, the Second Circuit has
approved of the use of a royalty neasure even where the copyright

owner could not show |l ost income. On Davis v. The Gap, Inc., 246

F.3d 152, 166 (2d G r. 2001). The royalty award is appropriate

to prevent the defendant fromtaking a copyright for free. 1d.
A royalty for past trademark infringenent may be an

appropriate neasure of danages in this case, because Apollo and

Western have a history of negotiating and concl uding |icensing
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agreenents governing the Trademark. As the MLean Report
indicates, it is possible to estinate what |icense fee Western
and Apollo woul d have arranged for a non-exclusive |icense based
on adjustments to earlier fees paid by Western.

Western contends that a reasonable royalty neasure of
damages i s i nappropriate because it constitutes a conpul sory
license. Western confuses the notion of a “compul sory |icense”
for future trademark usage with a reasonable royalty as a neasure
of damages for past trademark infringenment. A conpul sory |icense
essentially permts “the infringer to continue by paying a court-
determned royalty to the trademark owner,” and is “not a proper

renedy.” MCarthy on Trademarks § 30:85. By contrast, a

reasonabl e royalty is “conpensation for past acts of
I nfringenent,” and may represent “a nore workabl e neasure of
damages than an accounting of profits.” Id.

Western al so contends that a reasonable royalty woul d
constitute an inperm ssible penalty because Apol |l o al ready
recei ved an exclusive license fee of $1.6 mllion from Heritage,
and Heritage did not seek a reduction in the license fee due to
t he exi stence of a conpeting program suggesting that Apollo
cannot denonstrate that it was financially danaged. Western
negl ects to consider that it did, in fact, produce a conpeting
show that, if a jury were to find trademark infringenent, would
have required a non-exclusive license to produce. In this way,
Western received the benefit of producing a programthat traded

on the goodw Il of Apollo’s Trademark w thout conpensating Apollo
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for the use of that Trademark. Moreover, to the extent that a
jury were to find that Apollo | ost advertising sales to Western
as a result of the infringenent -- a conclusion that is supported
by the Bivens and McLean Reports -- Western's de facto

unaut hori zed use of a license not only unjustly enriched Wstern,
but al so danmaged Apollo. The Heritage |icense was prem sed on an
excl usive use of the Trademark. Contrary to Western’s view, what
constitutes “damages” includes, as the Lanham Act states, “any
damages sustained by the plaintiff.” 15 U S.C. 8§ 1117(a)

(enmphasi s supplied).

4. Apoll o' s Lost Sponsorship from McDonald’s

Apol | o seeks danages for a purported | oss of a sponsorship
paynment in 2003 fromthe MDonal d’ s Corporation (“MDonald s”).
Apol | o has shown that for sone tinme prior to 2002, MDonal d’ s
sponsored a portion of the Apollo Show featuring child perforners
who had been sel ected through | ocal conpetitions held by Western
and funded by McDonald s in shopping malls across the country.
When the defendants lost the license to produce and distribute
t he Apoll o Show, MDonal d s paid Apollo $200,000 for the first
time to permt the winners of the 2002 tour to appear on the
2002/ 2003 Apollo Show. In the past, Apollo’ s only revenue from
McDonal d’s cane from advertising paynents. MDonald s did not
sponsor a child talent search tour in 2003, and there is no

evi dence that Apollo or Heritage sought to undertake Western's
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role in the tour and to join with McDonald s in 2003 to continue
t he tour.

Apol | o cannot obtain damages in the formof a |oss in 2003
of a paynent by MDonal d’ s because Apoll o has not offered any
testinmony indicating that Apollo or Heritage planned or attenpted
to conduct a simlar child talent-search tour in 2003, nor has it
of fered testinony from McDonal d’ s indicating that its abandonnent
of the tour had anything to do with the existence of two
conpeting shows. Neither Apollo nor Western took any di scovery
of McDonald’s. Western is entitled to summary judgnent on this

t heory of damages.

5. Apollo' s daimfor Corrective Adverti sing

Apol | o acknow edges that it has not engaged in a corrective
advertising canpaign. It confirns that it has dropped this claim

for damages.

6. Fi rst Anendnment

Western argues that it is entitled to sumary judgnent on
its defense that the First Amendnent protects its use of the
programtitle words “Showtine” and “Showine in Harlem” In
revi ewi ng Lanham Act clains addressed to the titles of creative
wor ks, courts bal ance expressive rights against the right to
prevent confusion and deception using the test articulated in

Rogers v. Gimaldi, 875 F.2d 994, 999 (2d Cir. 1989). Under the

Rogers test, trademark infringenent occurs where the all eged
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infringer’s usage has “no artistic relevance” to the underlying
work or, if some artistic relevance is present, the title
“explicitly msleads as to the source or the content of the

work.” Rogers, 875 F.2d at 999. See also McCarthy on Trademarks

§ 10:22. \Wiere a First Anendnent right is at stake, “the finding
of |ikelihood of confusion nust be particularly conpelling to

out wei gh the First Amendnent interest recognized in Rogers.”

Twi n Peaks Productions, Inc. v. Publ’ns Int’l, Ltd., 996 F.2d

1366, 1379 (2d Cir. 1993).

The Rogers test does not apply, however, “to m sleading
titles that are confusingly simlar to other titles. The public
interest in sparing consuners this type of confusion outwei ghs
the slight public interest in permtting authors to use such
titles.” Rogers, 875 F.2d at 999 n.5. Determ ning whether a
title is msleading may require an inquiry that extends beyond
the title itself. “It is a fair question whether a title that
m ght ot herw se be perm ssi bl e under Rogers viol ates the Lanham
Act when displayed in a nmanner that conjures up a visual inmage
prom nently associated with the work bearing the mark that was

copied.” Twin Peaks Productions, 996 F.2d at 1380.

Western has not shown that it is entitled to sunmmary
judgment on a First Anmendnent defense. Even if Western were able
to show that its use of the titles “Showtine” and “Showtine in
Harl eni carried artistic relevance, there are questions of fact
as to whether those titles constituted “m sleading titles that

are confusingly simlar to” the Trademark, “It’s Showtinme at the
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Apol |l o.” Moreover, the use of the titles “Showtinme” and
“Showminme in Harleni as part of a tel evision program enpl oyi ng
numer ous vi sual images and ot her slogans strongly associated with
the Trademark al so creates a triable issue of fact as to whether
the words were displayed “in a manner that conjures up a visual

i mge prom nently associated with” the Trademark. |d.

Plaintiff’'s Motion To Strike Western’'s Affirmati ve Def enses

Apol | o has al so noved to strike Western’s affirmative
def enses.

Wiere a plaintiff uses a sumary judgnent notion, in
part, to challenge the |egal sufficiency of an
affirmati ve defense -- on which the defendant bears the
burden of proof at trial -- a plaintiff may satisfy its
Rul e 56 burden by show ng that there is an absence of
evi dence to support an essential elenent of the non-
novi ng party’s case.

Fed. Deposit Ins. Corp. v. Gamettei, 34 F.3d 51, 54 (2d Gr

1994) (citation omtted). See also Gnsberg v. Healey Car &

Truck Leasing, Inc., 189 F. 3d 268, 270 (2d G r. 1999).

Wi | e what ever evidence there is to support an
essential elenent of an affirmative defense wll be
construed in a |light nost favorable to the non-noving
defendant, there is no express or inplied requirenent
in Rule 56 that the noving party support its notion
with affidavits or other simlar materials negating the
opponent’s cl ai m

G ammettei, 34 F.3d at 54 (citation omtted) (enphasis in

original).
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Apol |l o has noved for partial summary judgnent to strike nopst
of the affirmati ve defenses asserted by Western.'®* These
def enses are: uncl ean hands, |aches, estoppel, waiver, and
abandonment of the Trademark by failure to police and | ack of

quality control .

1. Uncl ean Hands

Apol |l o has shown that it is entitled to summary judgment on
Western's affirmati ve defense of uncl ean hands. The doctrine of

uncl ean hands “is based on the principle that since equity tries

13 Western’s Answer al so advances the affirmative defense
that the Trademark is “not valid or enforceable,” apparently to
preserve Western’s right to argue that Apollo has not carried its
burden of proof on its Lanham Act clainms. The Answer al so raises
an affirmati ve defense of “failure to state a claim” an argunent
that Western has never pressed in this litigation.

Finally, the Answer asserts an affirmative defense that
Western owns the copyright to the episodes of the Apollo Show
that were produced while Western was the Trademark’s |icensee.
“American courts uniformly hold that the title alone of a
literary work cannot be protected by copyright law.” MCarthy on

Tradenarks 8§ 10:34. It is well-settled inthis Grcuit that “[a]
title cannot be copyrighted.” Arnstein v. Porter, 154 F.2d 464,
474 (2d Cir. 1946). See also Warner Bros. Pictures v. Mjestic
Pictures, 70 F.2d 310, 311 (2d Cr. 1934). Owming the copyright
on a work, therefore, “does not carry with it the exclusive right
to use of the title on any other work,” resulting in the

conclusion that “the only legal protection for literary titles
lies in the field of trademarks and unfair conpetition, where
l'i kel i hood of confusion is the test.” MCarthy on Tradenmarks 8§

10: 34 (enphasis supplied). Consequently, Wstern s copyright
ownership does not permt it to use the Trademark beyond the
terms of its license, and this affirmative defense as well as the
ot her two just described are irrel evant.

4 Sonme of these affirmative defenses are equitable and
therefore are only relevant to the extent Apollo seeks equitable
relief. Wstern s Answer describes the abandonnent defenses as
“ratification.”
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to enforce good faith in defendants, it no | ess stringently

demands the sane good faith fromthe plaintiff.” Dunlop-MCullen

v. Local 1-S, AFL-CI O CLC, 149 F.3d 85, 90 (2d G r. 1998)

(citation omtted). 1In New York, courts in equity “apply the
maxi m requiring clean hands where the party asking for the

i nvocation of an equitable doctrine has conmtted sone

unconsci onable act that is directly related to the subject matter
inlitigation and has injured the party attenpting to i nvoke the

doctrine.” PenneCom B.V. v. Mrrill Lynch & Co., 372 F.3d 488,

493 (2d Cir. 2004) (citation omtted). M sconduct that is
“unrelated to the claimto which it is asserted as a defense,”

however, “does not constitute unclean hands.” Dunl op-MCull en,

149 F.3d at 90 (citation omtted). Thus, “the defense of unclean
hands applies only with respect to the right in suit.” 1d.
(citation omtted). These principles of the doctrine of unclean

hands apply with equal force to Lanham Act clains. Warner Bros.,

Inc. v. Gay Toys, Inc., 724 F.2d 327, 334 (2d Cr. 1983).

Western's attenpts to resist Apollo’s notion to strike this
def ense are unsuccessful, because the six grounds it asserts
either are not “directly related to the subject matter in
litigation,” PenneCom 372 F.3d at 493, or do not represent the
type of “unconscionable” acts that could give rise to the
defense. [1d. Wstern first clains that Apollo failed to
negoti ate exclusively and in good faith over a two week period
with Western to renew the license, in breach of the License

Renewal ; that Apollo |l ed Western to believe that it was
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negotiating in accordance with the good faith provision until the
end of July 2002; and that Apollo waited until near the begi nning
of the 2002/ 2003 season to inform Wstern that it was not
renewi ng the license. Each of these three accusations relates to
performance of alleged obligations under the License Renewal,
which is not the subject matter of this lawsuit; they do not
relate to the unauthorized use of the Trademark itself. For
exanpl e, Western is not alleging that Apollo originally obtained
the Trademark in sone deceitful way. Thus, these three clains
are not sufficiently related to the subject matter in litigation.
Li kew se, Western’s claimthat Apollo unfairly marketed the
Apol 1 o Show as a continuation of the “Western/1CTG series” is not
related to Apollo’'s acquisition of the rights it is asserting
agai nst Western in this case, nor is Wstern's claimthat Apollo
m sappropriated i nformati on belonging to Western that was
all egedly confidential and shared it inproperly during its
negotiations with Heritage. Finally, Western's claimthat Apollo
changed the title of its show from®“It’s Showine at the Apollo”
to “Showtinme at the Apollo” for the 2002/ 2003 season in order to
increase the simlarity to the allegedly infringing mark suffers
froma conpl ete absence of evidence that the m nor name-change

was “unconsci onabl e. "

5 Western cites a NNnth Crcuit case that noted w thout
further discussion a district court’s finding of uncl ean hands
where the plaintiff “had changed his logo to make it virtually
identical with that of” the defendant’s |ogo. Adray v. Adry-
Mart, Inc., 76 F.3d 984, 991 (9th G r. 1995). Apollo’ s mnor
alteration in the title of its programonly has significance
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2. lLaches, Estoppel, and Wi ver

To succeed on the equitable defense of | aches, a defendant
must “establish both plaintiff’s unreasonable |ack of diligence
under the circunstances in initiating an action, as well as

prejudi ce fromsuch a delay.” Veltri v. Bldg. Serv. 32B-J

Pensi on Fund, 393 F.3d 318, 326 (2d GCir. 2004) (citation

omtted). An inquiry regarding the availability of the | aches
defense turns on fairness: “A party asserting a | aches defense
must show that the plaintiff has inexcusably slept on its rights
so as to make a decree against the defendant unfair.” Merrill

Lynch I nv. Managers v. Optibase, Ltd., 337 F.3d 125, 132 (2d Cr

2003) (citation omtted). |In the context of trademark
infringement, “where a person entitled to exclusive use of a
trademark is guilty of unreasonable delay in asserting his rights
against an infringer . . . , a court of equity has the

di scretionary power to deny injunctive relief or an accounting.”

Pr oFi t ness Physical Therapy Cr. v. Pro-Fit Othopedic and Sports

Physi cal Therapy P.C., 314 F.3d 62, 67 (2d Cr. 2002) (citation

omtted). Laches inplies “passive consent,” id., such that
“courts construe the plaintiff’s unreasonable delay to inply
consent to the defendant’s conduct.” 1d. at 68.

The doctrine of equitable estoppel “is properly invoked

where the enforcenent of the rights of one party would work an

because Western chose a title that so closely natched Apoll o’ s
| ong-established title. In these circunstances, Wstern cannot
escape liability by invoking the doctrine of unclean hands.
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i njustice upon the other party due to the latter’s justifiable
reliance upon the fornmer’s words or conduct.” Veltri, 393 F.3d
at 326. The three el enments defendants nust establish to invoke
equi tabl e estoppel are: “(1) a m srepresentation by the
plaintiff, (2) reasonable reliance by the defendant, and (3)
prejudice.” 1d. Silence may constitute an affirmative

m srepresentation for purposes of equitable estoppel where there

is a duty to speak. See In re Vebeliunas, 332 F.3d 85, 94 (2d

Cr. 2003). “Under New York law, a claimof waiver requires
proof of an intentional relinquishment of a known right with both
know edge of its existence and an intention to relinquish it.”

Capitol Records, Inc. v. Naxos of Anerica, Inc., 372 F.3d 471,

482 (2d Cir. 2004).

Western clains that it and | CTG produced and distributed the
Apoll o Show for ten years under a license from Apoll o, and that
during that period, Apollo never clainmed any ownership interest
in the format, elenents, or content of the Apollo Show. \Western
clainms that Apollo should therefore be estopped from asserting an
interest in that format, and should be deened to have waived and
unreasonabl y del ayed the assertion of those rights. Wstern has
not shown that Apollo was required to spell out to its |icensee
all of the elenents of its intellectual property rights. That
Western may have received greater rights through its license than
It now asserts it understood it had received, does not constitute
wai ver, |l aches, or estoppel. 1In any event, the central right

asserted by Apollo in this case is its right in the Trademark

43



Any rights emanating fromthe format, elenments, or content of the
Apol | o Show are asserted as subsidiary to and supportive of
Apollo’s rights to the title of its show Thus, Wstern's
affirmati ve defenses of |aches, equitable estoppel, and waiver

must be stricken.

3. Abandonnent by Failure To Police or Lack of Quality

Contr ol

To establish the defense of abandonnment by failure to police
a trademark, “it is necessary to show either the owner’s intent
to abandon the mark, or a course of conduct on the part of the
owner causing the mark to becone generic or lose its significance

as a mark.” Hernes Int’l v. Lederer de Paris Fifth Avenue, |Inc.,

219 F.3d 104, 110 (2d Cr. 2000). A defendant bears a “high
burden of proof” to show abandonnent through failure to police.

Warner Bros., 724 F.2d at 334 (citation omtted).

The owner of a trademark who |icenses the use of the
trademark is “obliged to maintain sone control over the quality
of the licensed property as an incident of valid Iicensing or

ri sk abandonnment of its nmark.” Twentieth Century Fox Fil m Corp.

v. Marvel Enterprises, Inc., 277 F.3d 253, 259 (2d G r. 2002).

Nevert hel ess, “use of a mark by a person while such person was a
| i censee builds up no rights in the mark as against the
licensor.” 1d. (citation omtted). For exanple, “a |licensee
shoul d not be permtted to rely upon its own conduct of selling

non- conpl ying and inferior goods and services as a basis for
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chal I engi ng the adequacy of quality control exercised by the

trademark owner.” MCarthy on Tradenarks 8 18: 63.

The only evidence proffered by Western that Apollo failed to
police the Trademark is the unlicensed publication of two
hi stori cal books about the Theater: a 1983 book, republished in

1993, by one of Apollo’ s experts, Ted Fox, entitled Showtine at

the Apollo: The Story of Harlemis World Fanpbus Theater, and a

1990 book by Ral ph Cooper, Sr., the creator of the amateur night

hosted at the Theater, entitled Amateur Night at the Apollo. The

publication of these two books, is insufficient as a matter of
law to establish that Apollo intended to abandon the Trademark or
engaged in a “course of conduct” causing the mark to becone
generic or lose its significance as a marKk.

Western al so bases its defense of abandonnment on Apollo’s
alleged failure to engage in any quality control with respect to
Western, and on the lack of quality control provisions in any
i censi ng agreenents between Apollo and Western. Western offers
evi dence that Apoll o executives believed that Wstern’s
production val ues were bel ow the standards of the Tradenark. ®
As a |licensee, Western is estopped from asserti ng abandonnment on
the ground that Apollo failed to police sufficiently Western’s
use of the mark. Simlarly, there is no requirenent that fornmal

quality control provisions be included in licensing contracts.

' \Western's reluctance to grant Apollo nore control over
the format of the Apoll o Show appears to have been a significant
obstacl e preventing the renewal of the license for the 2002/ 2003
season.
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Western has not presented evidence sufficient to support the
concl usion that Apoll o abandoned the Trademark by failing to

police its mark.

Plaintiff's Mdtion for Leave To Anend Conpl ai nt

Apol l o has noved to amend its Conplaint. Rule 16 permts
the Court to enter “a scheduling order that limts the tine
to anend the pleadings.” Rule 16(b), Fed. R Gv. P. “A
schedul e shall not be nodified except upon a showi ng of good
cause and by |l eave of the district judge . . . .” 1d. Rule 16
“is designed to offer a neasure of certainty in pretrial
proceedi ngs, ensuring that at some point both the parties and the

pl eadings will be fixed.” Parker v. Colunbia Pictures |ndus.,

204 F.3d 326, 340 (2d Cr. 2000) (citation omtted).

Di sregarding the instructions of a scheduling order “would
underm ne the court’s ability to control its docket, disrupt the
agreed-upon course of the litigation, and reward the indolent and
the cavalier. Rule 16 was drafted to prevent this situation.”
Id. (citation omtted). Rule 16 requires a different analysis

t han that undertaken in connection with a notion to amend under
Rule 15 and its “standards may not be short-circuited by an
appeal to those of Rule 15.” [1d. (citation omtted). “If we
considered only Rule 15(a) without regard to Rule 16(b), we would
render scheduling orders neaningless and effectively would read
Rul e 16(b) and its good cause requirenent out of the Federal

Rules of GCvil Procedure.” 1d. (citation omtted).
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Apol |l o seeks to anend its conplaint after the concl usion of
all discovery to add a claimfor breach of fiduciary duty. Both
parties agree that Apollo nmust show both that there is good cause
for the anmendnent, and that the anmendnent will not unduly
prej udi ce Western.

Apollo clains that it has good cause for the anmendnent
because “it was only on Septenber 14, 2004, during the deposition
of M. Sutton that the Apoll o Foundation |earned of the ful
extent of Western' s bad faith and intentional abuse of its
fiduciary position.” The primary facts that Apoll o asserts were
new y di scovered in the Sutton deposition are that Wstern did
not provide financial information to Apollo that it was obligated
by contract to provide, and that Western intended to distribute a
conpeting show if it lost its Trademark |icense. Apollo also
states that Western' s expert reports and depositions, “all of
whi ch were provided in Septenber 2004,” further support these
facts.

Apol | 0’ s good cause argunents are transparent. First,
Apoll o was aware that Wstern was not supplying financial
information to Apollo that it was obligated by contract to

provide at least as early as April 12, 2002.' Apollo believed

¥ An April 12, 2002 letter fromNi cole A Bernard, Senior
Vice President of Apollo, to Western and I CTG reads as foll ows:

Apol | o demands that Inner City and Western i mredi ately

provide the Apollo wth (i) the overdue quarterly

reports setting forth all royalties for each quarter fo

the termof the License Agreenent, as required under

the Section 3c [sic] of the Original Agreenment; (iii)

[sic] the overdue quarterly reports of Net Receipts
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| ong before Septenber 2004 that Western intended to distribute a
conpeting show if it lost its Trademark license. Inits

Conpl aint, Apollo alleged that Western informed tel evision
stations that it would be distributing its own programinstead of
the Apollo Show at the same tine it was negotiating to renew the
license with Apollo. Plainly, it was unnecessary for Apollo to
wait until after the deposition of M. Sutton to raise a claim
based on information within its control even before the
initiation of this action.

Amendi ng the pleadings to include a breach of fiduciary duty
claimwould be unduly prejudicial to Western. At the very |east,
it would require reopening expert discovery and further delay the
| ong- postponed trial of this action. In sum permtting Apollo
to anend its conplaint would be unduly prejudicial to Wstern,

and Apoll o has not shown good cause for such an anendnent.

CONCLUSION
For the reasons stated above, Apollo’s sumary judgnent
notion is granted, and all of Western's affirmative defenses are
accordingly stricken. Wstern s sumary judgnent notion to

strike Apoll o s clainms for danages based on profits earned by

earned from syndi cation and distribution of the
Progranms, as required under Section 10 of the Oi gi nal
Agreenent, and (iii) the overdue annual financi al
statenents setting forth the Net Receipts (including
t he cal cul ations thereof), as required under the
Section 3d [sic] of the Oiginal Agreenent.
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Western, profits lost by Apcllo, a lost sponscrship from
McDonald’s, and ceorrective advertising costs is granted.
Western’s summary judgment motion to strike Apcllo’s claim for
damages based on a reasonable royalty, and for a ruling in favor
of its First Amendment defense, is denied. Apollo’s motion for
leave to file a second amended complaint is denied.

SO ORDERED:

Dated: May 5, 2005
New York, New York

A
DENISE COTE
United States District Judge
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